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PREVI QUS COW TTEE ACTI ON
No previous action to report
W TNESS REGQ STER

JIM CALVIN, Partner

McDowel | Group

Juneau, Al aska

PCOSI TI ON  STATEMENT: Presented information on the econonic
benefits of Alaska's mning industry.

STEVEN BORELL, PE, Executive Director

Al aska M ners Associ ation, Inc.

Anchor age, Al aska

POSI TI ON  STATEMENT: Presented an overview of Alaska' s mgjor
m nes and projects.

KARL HANNEMAN, Director

Corporate Affairs

Teck Comi nco Al aska Inc.

Anchor age, Al aska

PCSI TI ON STATEMENT: Answered a question in regard to royalty
paynents by the Red Dog M ne.

ACTI ON NARRATI VE
3:06:16 PM

CO CHAIR LESIL MCGQUIRE called the joint neeting of the House and
Senate Resources Standing Conmittees to order at 2:50 p.m
Representatives Johnson, Neuman, W/Ison, Tuck, Kawasaki, Edgnon,
and Seaton and Senators McQuire, Welechowski, Wagoner, Huggins,
St edman, and French were present at the call to order. Senator
Stevens arrived as the neeting was in progress.

PRESENTATI ON: ALASKA M NI NG

3:07:21 PM

CO CHAI R MCGUI RE announced that the only order of business would
be a presentation on mning in Al aska.

JIM CALVIN, Part ner, Mc Dowel | G oup, gave a Power Poi nt

presentation on the econonmic benefits of Alaska's Mning
I ndustry. He said his firmhas tracked the industry for four or
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five years now. An assessnent of the economic benefits of the
mning industry to the state was prepared in 2005, and since
then McDowell Group has been tracking sone key indicators and
publishing the results in a brochure. He said his presentation
today will update the committee on his conpany's |atest efforts
in this regard.

3:09:11 PM

MR. CALVIN noted that between 2007 and 2008 there has been no
significant change in overall enploynment in the mning industry
[slide 4, page 2]. Mning provides about 3,500 direct jobs from
all aspects of the industry, including hard rock, coal

exploration, developnent, and industrial mnerals |ike rock,
sand, and gravel. There are about 5,500 total jobs in Alaska
that are linked in some way with the mning industry, including
i ndirect and induced jobs. The total payroll is up a bit from
2007, he conti nued. Data through the first three quarters of
2008 suggests a $350 million total payroll for direct, indirect,
and i nduced | obs. The $82,600 average industry wage is notable
because it is about 90 percent higher than the average wage in
t he Al aska econony and second only to the oil and gas industry.

MR. CALVIN said there is a broad geographic diversity of the
econom c benefits of the mning industry [slide 5, page 3].
One- hundred-twenty conmunities, stretching from Metlakatla to
Barrow, have one or nore residents enployed in the mning

i ndustry. Mning projects often occur in very renote rural
areas and this provides enploynment opportunities to the folks in
the nearby communities. For exanple, the Donlin Creek Project

draws people from 25-30 different nearby communities; these
mning jobs are sone of the few, if not the only, year-round
private sector jobs available in many of those conmmuniti es.

3:12:26 PM

MR. CALVIN explained that not all nmnes are created equal as far
as the capacity to generate revenue for state governnent [slide
6, page 3]. Al operating mnes are subject to a mning |icense
tax and all nmines are subject to a corporate incone tax. Most
mnes pay something to |l|ocal governnments, whether it is a
paynment in lieu of taxes or property or sales taxes. Only those
mnes that are l|ocated on state |land are subject to state
royalty paynents. For exanple, the Kensington M ne near Juneau
does not nake royalty paynents to the state, but it pays a
mning license tax, a corporate incone tax, and Juneau property
t axes.
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MR. CALVIN pointed out that state and |ocal governnent revenues
have gone down over the past few years [slide 7, page 4]. The
$71 mllion in corporate inconme tax in 2006 dropped to $61 in
2007 and an estimated $50 nmillion in 2008. The mining license
tax was $79 mllion in 2006, $54 nillion in 2007, and an
estimated $45 mllion in 2008. Royalty paynents are a snaller
part of the pie but have been nore stable at about $7.5 nillion
in 2006, $10 million in 2007, and an estimated $10 mllion in
2008. Local tax revenue has been stable at about $14-3%16
mllion over the three-year period. The total state and |oca
governnent revenue was $172 mllion in 2006 and this has trended
dowmn to an estimted $121 nillion in 2008. This trend is
expected to continue at |least into 2009, he added.

3:15: 01 PM

MR. CALVIN specified that of the total $15.6 mllion paid in tax
revenue to |ocal governnments in 2008, the largest was the Red
Dog Mne's paynent in lieu of taxes to the Northwest Arctic
Borough [$11 million, slide 8, page 4]. This paynment accounted
for about 75 percent of all general fund revenues for the
Nort hwest Arctic Borough. Fort Knox M ne near Fairbanks is that
area's single largest property tax payer at $2.8 mllion in
2008. The Greens Creek Mne is Juneau's single |largest property
tax payer [at $1.3 mllion]. Once on line, the Kensington M ne
may supplant Greens Creek, he said. The City of Delta Junction

Denali Borough, Cty of Nonme, and others have also received
paynents, so mnes provide substantial benefits to the |ocal

communities near where they occur. He further noted that this
tax revenue does not include the revenue that is generated from
property taxes on businesses that provide goods and services to
the mning industry or the property taxes paid by mning
i ndustry enpl oyees.

MR. CALVIN discussed the benefits provided by the mning
industry to three quasi-state governnment organi zations [slide 9,
page 5]. The Al aska Railroad Corporation received $18.5 nillion
in revenue for noving coal, sand, and gravel. This revenue
creates significant economes of scale for the railroad that
m ght otherwise nean higher costs for other wusers of the
rail road. The Alaska Industrial Devel opnent and Export
Authority (AIDEA) took in $22 mllion for use of the state-owned
facilities at the Skagway Oe Termnal and at the Delong
Transportation System which supports the Red Dog M ne. The
Al aska Mental Health Trust received $1.6 million in rents,
royalty paynents, and material sales.
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3:17:40 PM

MR. CALVIN touched on the benefits of mning to rural and Native
residents [slide 10, page 5]. The Red Dog Mne paid royalties
of $212 mllion to the NANA Regional Corporation ("NANA") in
2008. As required by provisions in the Al aska Native Cains
Settlenent Act (ANCSA), about 70 percent of those revenues [$122
mllion in 2008] are re-distributed to all of the other regional
corporations in Al aska. In turn, these corporations distribute
the noney to village corporations. This is an exanple of a very
renmote mne in northwest Al aska that pushes noney to virtually
every corner of the state's econony. He cautioned, however,
that over the past two years the price of zinc has declined from
$2 to $.50 per pound, so the royalties are expected to decline
in the near tine. Anot her benefit to rural Alaska is the
enpl oynment from m ni ng. At the Red Dog Mne, [56 percent] of
the 485 jobs are held by NANA sharehol ders and 86 percent of the
[210] jobs at the Donlin Creek Mne are held by Calista
shar ehol ders.

3:19: 23 PM

REPRESENTATI VE SEATON asked whether the [$212 nmillion] is the
gross anmount of royalty paid by the Red Dog Mne or the net
after subtraction of nonies that were advanced from previous
years. He referenced a previous 4 percent net snelter royalty.

MR. CALVI N responded that the check witten to NANA was for $212
mllion. He said he does not have with him the specifics about
the royalty provision, but he understands that nost of the
original capital expenditures are paid off; so, essentially,
this is the net royalty that flows to NANA

3:21: 04 PM

STEVEN BORELL, PE, Executive Di rector, Al aska M ners
Association, Inc., continued the PowerPoint presentation. He
estimated that approximately 175 small, famly placer mnes wll
be operating in Alaska in 2009, about the same nunber as in 2008
[slide 12, page 6]. |In addition, there are various other placer
mnes with permts in hand. Production will be about 54,000

ounces [of gold].
MR. BORELL said five large mnes are currently operating in

Al aska [slide 13, page 7]. In conparison, Nevada, which is one-
fourth the size of Alaska, has 55 l|arge mnes. The Usi bel |
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Coal Mne, Inc. is the oldest of the large mines [slides 14-15,

pages 7-8], he continued. It has 110 enpl oyees and 100 percent
Al aska hire. It produces about 1.5 mllion tons of coal per
year, of which 1 mllion tons goes to the Interior for power
plants and heating and 500,000 tons goes to Pacific R m
desti nati ons. In the last couple of years there have been
several shipnments to Chile. Currently, Usibelli has 470 mllion
tons of coal under permt. He referred to a photo and di agrans
of the Usibelli Mne on slide 16, page 8, and described how

m ning of the coal is done.
3:25: 44 PM

MR. BORELL noted that the serious challenge of today is that
nmetal prices are down to levels |last seen five years ago, yet
costs are much higher than five years ago [slide 17, page 9].
Sone conpanies are still burning the diesel fuel purchased at
| ast sunmer's peak prices.

MR. BORELL displayed a photograph of the Geens Creek Mne
[slide 18, page 9] and pointed out the l|ocations of the portal
mll, power plant, dry facility, change house, offices, and
under ground mi ne. The mne has 320 enployees after 5 layoffs
and 79 percent of the enployees live in Al aska, he said. Zi nc
revenues from the Geens Creek Mne are often equal too or
hi gher than the silver revenues. So, given the decline in zinc
prices, very serious belt tightening is taking place at this
m ne. For exanple, enployees are now being used to do work that
was once done by contractors. Green's Creek is the largest
[private] enployer and taxpayer in the Gty and Borough of
Juneau. He reviewed an isonetric diagram of the Geen's Creek
Mne as well as a photograph of the ship loading facilities
[slides 19-20, page 10].

3:28:54 PM

MR. BORELL drew attention to a photograph of the Red Dog M ne
area [slide 21, page 11]. He pointed out the air strip on the
right side of the photo and the tailings inpoundnent in the
m ddl e foreground. A [supplenental] environnental i npact
statenent (SEIS) is underway for the Red Dog Mne [slide 22,
page 11], he said. The public coment period for the SEIS is
over and the Environnmental Protection Agency (EPA) is now in the
process of evaluating those comments [the final EIS is due
summer 2009] . He noted that the main pit area at Red Dog has
been mned since 1989 when the operation began. The 1line down
the mddle of the photograph is a covered diversion ditch or
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cul vert, he explained. The SEIS is focused on the Agqal uk
Deposit which will be mned over the next 20 years once the
permt is in place. He pointed out the ore storage buildings in
a photograph of the Delong Muntain Transportation System that
serves the mning district which includes the Red Dog M ne
[slide 23, page 24].

3:30: 55 PM

MR. BORELL reiterated that the Red Dog M ne has 485 enployees
and full tinme contractors [slide 24, page 12]. He said $110
mllion was expended to NANA joint venture conpanies that had
contracts because of the Red Dog M ne. Thus far, the mne has
spent $10.8 mllion searching for a natural gas source; the
search will continue this year, but there will not be any nmjor
drilling. The mine has paid $22.5 nmllion to AIDEA for use of
the Delong Muntain Transportation System Production in 2008
was down about 10 percent from the previous year, he continued,
and paynents to the Northwest Arctic Borough were down. Wi | e
the actual amount is still pending, taxes to the state wll also
be down significantly for 2008. He pointed out that the netals
for the 2010 Wnter O ynpics have been provided by Tech Com nco
Al aska [owner of the Red Dog M ne, slide 25, page 26].

3:32: 06 PM

MR. BORELL reviewed gold and silver prices for the past 10 years
[slide 26, page 13]. Gold is currently approaching $1,000 per
ounce, he said, but had the same inflation rate of the early
1980s taken place when gold was in the $900 range, the price
woul d be over $2000 today. Silver prices have done better than
zinc and | ead.

MR. BORELL related that the Fort Knox M ne near Fairbanks [owned
by the Kinross Gold Corporation] has 450 enpl oyees plus 30 full-

time contractors on site [slide 27, page 14]. Annual wages and
benefits [are $38 million], electricity is [$28 mllion per
year], and $15 nillion is expended per year for fuel. He
pointed out that over 1.8 mllion hours have been worked at Fort
Knox without a loss-time accident [slide 28, page 14]. This is

an incredible acconplishnent and sonething a conpany takes great
pride in, he stressed. Approxi mately 330,000 ounces [of gold]
will be produced in 2009 fromthis nmne [slide 29, page 15]. A
heap leach facility is under construction and ore will be put on
the heap |each beginning in COctober 2009. Phase 7 of the pit
expansi on began in Cctober 2008 and exploration will continue to
determ ne the potential for a Phase [8]. The Phase 7 expansion
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and the heap leach will extend the |ife of the mne to 2014, but
he said he is optimstic that it will go beyond that.

MR. BORELL said the Pogo Mne is an wunderground gold nine
northeast of Delta Junction [slide 30, page 15]. The year 2008
marked a year of safety inprovenents over 2007, production
increased from 260,000 ounces to 347,000 ounces, enployee
turnover was significantly inproved, and direct jobs increased
from 250 to 297 [slide 31, page 16]. The multi-mllion dollar
water treatnment plant treats mne water before it is discharged

[slide 32, page 16]. In 2009 the Pogo Mne wll focus on
m nimzing capital expenditures due to the econonic uncertainty,
production will rise slightly to 358,000 ounces, declining fue

and electricity costs wll be a positive, and exploration to
expand the resource will be ongoing.

3:35:58 PM

MR. BORELL discussed the three mnes that are currently in "idle
status”: N xon Fork, Rock Creek, and Kensington [slide 33, page
17]. He enphasized that "idle status” is his own termand not a
term used by the conpanies. Last week, Pacific North West

Capital Corp. purchased the N xon Fork Mne from St. Andrew
ol dfields Ltd [slide 34, page 17]. A work plan is currently
bei ng devel oped and production is expected to begin in two
years, he said. The Rock Creek M ne near Nonme will provide 135

jobs and an annual payroll of $10.4 mllion when it is
operating, along with an annual expenditure of $20.6 mllion for
supplies and services [slide 36, page 18]. A work plan is
currently being developed for 2009. Li ke many others, the

conpany was caught by the econom ¢ downturn and had to shut down
many things and sell assets. The facilities for the Kensington

M ne near Juneau represent $230 nmillion of investnent and are
100 percent conplete and ready to go to work [slides 37-39,
pages 19-20], he conti nued. Attorneys for Coeur Al aska, owner

of Kensington, argued before the U S. Suprenme Court on January
12, 2009, that the mne should be allowed to do its preferred
option for tailings disposal.

3:39:15 PM

MR. BORELL noted that three projects are currently in advanced
exploration and permtting: Chuitna Coal Project by PacR m
Coal, Donlin Creek [by Barrick/NovaGold Joint Venture], and
Pebbl e Partnership [by NDM Anglo Anerican Joint Venture] [slide
40, page 20].
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MR. BORELL said the Chuitna Coal Project is in the process of
finalizing a supplenmental environnental inpact statenent [slide
41, page 21]. Approxi mately 15 years ago the conpany had a
record of decision and permits in hand, but by the tine it
received the permt the price of coal had decreased sufficiently
to make the m ne uneconom c. The project is now |ooking at an

investnent of over $600 nmillion and 350 full-tine jobs for a
design capacity mne of about 12 mllion netric tons per year.
Infrastructure will include 9-12 mles of road depending on the
routing of the road and coal conveyer. There will be personne

housing and an airstrip, and there wll be a 10,000 foot trestle

out to water deep enough to accompdate a 60-foot draft vessel
The record of decision is expected this fall.

3:40: 55 PM

MR, BORELL advised that 33,500 neters of drilling was conpleted
at Donlin Creek in 2008 [slides 42-44, pages 21-22] and the m ne
continued its advanced project engineering and baseline
envi ronment al studies. The project feasibility study wll be
finalized in 2009 and permt applications will be submtted.
Pre-permtting neetings have been held with 35 villages so far
in 2009, and in March the conpany is scheduled to neet with the
remai nder of the 55 villages in this area. In 2008, Donlin
Creek had 138 enpl oyees from 26 vill ages.

3:42:19 PM

MR. BORELL noted that in 2008 John Shively was hired as the CEO
for the Pebble Partnership [slides 45-46, page 23]. Last year
$140 million was spent, nore than 800 people were enpl oyed, over
200 holes were drilled, and environnmental and pre-feasibility
wor k was conduct ed. He pointed out that the partners in the
Pebbl e project are involved in base netals around the world and
right now base netal prices are very low, so the 2009 budget has

not yet been set. Sonme drilling is expected in 2009 and work
will continue on pre-feasibility and environmental baseline
st udi es. Maj or challenges for this project include a source of
power, roads, ports, mll, the permt process, workforce

devel opnent, comodity prices, and project econom cs.

3:44: 05 PM

MR. BORELL specified that in 2008, 30 projects spent over $1
mllion each on grassroots or early stage exploration. Sone of

this could have been the same conpany at two or three |ocations,
he added. Fewer projects are expected in 2009, but right now
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the exact nunmber is not known. The focus in 2009 will be on
gold because base netal exploration projects will have a very
difficult time getting funding.

MR. BORELL discussed three projects that are currently in early
stage exploration: the Miney Knob Project, the N black Project,

and the Lucky Shot Project. Drilling at Money Knob near
Li vengood, a project by International Tower HIl, is being
conducted during the winter because the area is otherwise too
wet to drill w thout damage [slide 48, page 24]. Phase | and I
drilling were conpleted in 2008, Phase IIl drilling is occurring
this winter, and Phase IV drilling in the upland areas will also
occur in 2009. An expenditure of $8.5 nmillion is expected in
2009 as conpared to $8 mllion in 2008. There wll be 45
enpl oyees in 2009 as conpared to 42 in 2008. | nt er nat i onal
Tower Hill expects to spend another $1.5 nillion in 2009 on

ot her projects around the state.

3:46: 31 PM

MR. BORELL said the N black Project in Southeast Al aska near
Ketchikan is primarily for base netals so it will be a difficult
project [slides 49-50, page 25]. An underground adit was
conpleted in 2008, as was the Phase | drilling. The project is
currently on care and naintenance, but a 2009 budget of $3.6
mllion is expected. There will be 7,500 meters of drilling
this year and environnental inpact studies will continue.

MR. BORELL reported that in 2008 Full Metal Mnerals had 11
project areas, 5 drill programs, and spent $21 million. Due to
the crash in base netal prices, the Forty Mle project will not
be a focus in 2009 like it was in 2008. However, the conpany
does expect to work at Lucky Shot in 2009 and is in the process
of permtting this historic mne. This project is |ocated west
of Hatcher Pass on WIllow Creek. A 10,000 ton bulk sanple wll
be undertaken with a budget of $7.5 mllion and 25-40 workers.
The mlIl in place is from over 20 years ago and is where the
bul k sanple will be processed.

3:49:41 PM

KARL HANNEMAN, Director, Corporate Affairs, Teck Com nco Al aska
Inc., addressed Representative Seaton's earlier question about
royal ties. He explained that after the original discovery in
the late 1970s, the Red Dog ore body was drilled off and
subsequently identified as the nunber one zinc deposit in the
world, both in grade and total size. Through the ANCSA process,
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NANA selected that l|and and then negotiated a partnership
agreenent with Com nco Al aska. Cominco Alaska later nerged with
Teck and Teck Comnco Alaska is now known as Teck. So, he
continued, this is a very different circunstance than what is
normally the case in ternms of royalty structure. The provision
for a net snelter return royalty is now a very substantive 25
percent net profits interest royalty to NANA This was
negotiated early-on, but after the ore body had been fully
i dentifi ed.

MR. HANNEMAN rel ated that the nunbers presented by the MDowel |
group are year-end estimates and do reflect the 2008 recoupnent
of the prior advanced royalties and the conversion to the net
profits interest. The structure of the agreenent was such that
it provided for an advanced royalty to NANA during the period of
time where capital was to be recouped, he explained. Production
started in 1989, but the original investnent, plus fees and
interest, were not recouped until the fourth quarter of 2007.
So, the nunbers do reflect the actual paynents nmade in 2008,
subj ect to year-end adjustnents based on the estinates.

3:52:29 PM

SENATOR HUGGE NS said it is good news that Lucky Shot wll be
operating in 2009 because both nerchants and the people working
there get the benefits. He asked whether M. Borell had a
projection for maturation and production at the Lucky Shot.

MR. BORELL said it is his sense that the bulk sanple will tell

whet her changes to the mll process are needed. The sanpling
also allows the tine to continue the permtting, but he said he
does not know whether the permts will be in place for 2010

The company wll nove as fast as it can if everything is

positive with the bulk sanple. \Wether that can happen in 2010
i s unknown because the uncertainties of permtting a project are
huge, especially given that sonmeone could challenge it legally.

3:54:35 PM

SENATOR HUGGE NS i nqui red whether he is correct in believing that
now nmay not be the right time to get into the mning business,
given stock prices for mning organizations, comodity prices
operating costs, and so forth.

MR. BORELL agreed that mning is one tough business, but said he

does not think it is a bad tine to get into mning because the
opportunities in Alaska are trenmendous and the overall, |[|ong-
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term demand for nmetals is there. People in India, China, and
other third-world-like areas are starting to have extra nopney
and becomng able to inprove their lifestyle with things |ike
running water, which means copper pipes or electrical energy
In addition, these people are also using their extra noney to
buy gold for protection against the future.

3:57:31 PM

MR. BORELL, in response to Senator Stednman, said he is unsure
whet her there will be a drilling program at a potential mne
site on Whewodski |sland northwest of Wangell, although that is

the hope. He said the trees on the island are small because of
the mneralization under them A ynmpi ¢ Resource G oup has been
exploring the island for many years and recently issued a |ease
to Bravo Ventures. Bravo expects to put a couple of holes in

but may not be able to do that this year because of the current
econoni ¢ situation.

MR. BORELL, in response to Representative Seaton, said a work
program is again planned for this sumer [for the black sand
ridges on state and federal |ands near Yakutat], but he does not
know what the plans are for the |longer term Li ke other base
nmetals, iron prices have gone down significantly, so noney
cannot be raised through the stock exchanges.

3:59:47 PM

REPRESENTATI VE NEUMAN asked whether there is a way the state
could refinance loans to ensure that mnes |ike Rock Creek do
not shut down.

MR. BORELL clarified that while the Rock Creek M ne has shut
down operations, the property is not for sale to his know edge;
the assets that are being sold are |ocated el sewhere. Speaki ng
for hinself, not the Al aska M ners Association, he said he does
not think the state should be in the |oan business. He offered
his belief that projects need to neet the tests that the

financial community has. However, that is different from an
Al DEA st andpoint, he continued. An AIDEA |loan turns out to be a
guaranteed | oan by the state. The agreenment with the property

for the Delong Muwuntain Transportation System was that [Red Dog
M ne] would continue to make a m ni num paynent even if the mne
was shut down. At this point the state has benefitted because
nmore than double the original price of those facilities has been
pai d. The Skagway ore facility is currently receiving
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concentrates from mnes in Canada and that 1is a great
opportunity for the state through Al DEA

REPRESENTATI VE NEUMAN suggested getting a report from Al DEA as
to what it is doing to help supplenent Al aska's m nes.

CO- CHAIR MCGUI RE agreed to follow up in this regard.
4. 02: 56 PM

MR. BORELL, in response to Senator Huggins, said the three-mle-
long road to Rock Creek Mne is the only road he is aware of
that was built using funds from the Roads to Resources program
established by the previous admnistration. He related that the
Department of Transportation & Public Facilities has issued a
request as to whether any mnes have sonething specifically in
this regard. In nost cases, the mnes have devel oped and paid
for their own infrastructure, such as roads and power plants
For exanple, Juneau has the |owest electrical prices in the
state because of the power plant that was built for mning.

SENATOR HUGAE NS added that a large mine is like a small town in
that it has a full infrastructure. Mning is often the way to
put people to work in Al aska when nothing else is avail abl e.

4:05:41 PM

MR. BORELL, in response to Co-Chair MQire, said he does not
know what each conpany has done [in regard to devel oping
alternative energy sources]. However, he said he does know that
every conpany is looking hard and the further they are from the
Rai | belt the harder they are |ooking. Donlin Creek has | ooked
at biomass and w nd generation, but he said he does not know
what the conclusions were in that regard. The Red Dog M ne has

spent $10.8 nmillion looking for shale gas (natural gas) to use
as an alternative to bringing in diesel fuel. About 25-30 w nd
towers were just conpleted near None. Conpani es are very

interested in finding alternatives that nake econom c sense for
cutting their electrical costs.

4:07:54 PM

CO CHAIR MCGUI RE conmented that a mne can often be the inpetus
for a lot of things and could possibly end up producing power
for a nearby village. She noted that SB 31 would put in place a
production tax credit for capital investnments in alternative
energy projects and this could be used by sone of these m nes.
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MR. BORELL offered his opinion that the "real gorilla" for

hel ping with the price of energy and electricity is coal. For
exanple, Usibelli Coal Mne, Inc. has 470 mllion tons of coa
already under permt, so production could be quadrupled
i mredi atel y. The price of coal is by far the nost stable

because it is not tied to the price of oil or gas.
4:09: 50 PM

MR. BORELL, in response to Co-Chair MQ@ire, joked that if
people are l|ooking for dianobnds they do not talk to anybody
about it. But, yes, he continued, there has been dianond
exploration in Al aska and he believes that over the past 40-50
years about six dianonds have been found in the Crcle Mning
District northeast of Fairbanks. So, there is a dianond source
somewhere. The mners who discovered the current dianond m ning
area in the Northwest Territories followed the indicator
mnerals 300 kilonmeters across Canada in order to find the
sour ce.

4:11: 36 PM

CO CHAIR MCGUI RE added that dianonds are interesting to think
about for future devel opnment because they are a big source of
j obs and econonic devel opment in Yellow Knife. She asked why
Canada seens to have a nore robust mning industry than does
Al aska.

MR. BORELL said that, in his opinion, the biggest factor of all
is the negative inpact of the National Environnmental Policy Act
of 1969 (NEPA), a process over which Al aska has no control. The
NEPA process requires that a full EIS be done for all projects
that require a federal permt and environnmental assessnent on
federal lands and for any project that requires two or nore
federal permts, such as a discharge permt and a wetlands

permt. For exanple, it took three and a half years for the
Pogo Mne to go through the EIS process. The real challenge
however, is the nunber of places at which the permtting process
can be bl ocked by soneone who opposes the project. "That is a
curse this country carries on any resource devel opnment project,”
he said. It is not just in Alaska, it is everywhere. Lega

chal l enge can be brought for the nbst mniscule of reasons and
the Kensington Mne, which has gone all the way to the U S
Suprene Court, is a prine exanple of this.

4:14:47 PM
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MR. BORELL, in response to Representative WIson, noted that
exploration was done [on Zarenbo Island] l|ast year using a
backpack drill. Wiile the results were positive, sonmeone with a
| ot nore noney nust be found to do additional drilling. He said
he is unaware at this point as to whether there are any plans
for this summer.

MR. BORELL, in response to Representative Seaton, explained that
the Al aska Exploration Incentives Act, passed 12-15 years ago
requires a conpany to share its resource and geologic data if it

wi shes to receive the programs investnent incentive. Under
that program there is a very specific list of requirenents that
the conpany nust turn in. In further response, M. Borel

explained that until there is a track record of data, any one

data point can be taken out of context; therefore it is clearly
not appropriate to publish the data until the conpany is ready
to publish it. There are those who would take any limted data
and use it out of context to point out all of the "terrible"
t hi ngs. He said he would be concerned if a requirenent was put
on any industry to share data before the overall picture can be
seen and before the engineering design can be determ ned for
neet i ng NEPA requirenents.

4:19:59 PM
ADJ OURNNMENT
There being no further business before the commttee, the joint

meeting of the House and Senate Resources Standing Comm ttees
was adjourned at 4:20 p. m
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